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Assistant Director for Research and Reports 23 June 19; >2 

i Chief, Industrial Division 
^^Chief, I/IP 

| Request of Mr. Amory for Confirming Information on Four Items dn 
Lna 



1. Attached are summary statements of information in Industrial 
Projects Branch files 3fi topics which were subjects of conversation 
between Mr. Araory ana 

a. Motor transport facilities and production in Tientsin. 

b. Industrial development in Lan-chow area. 

c. Extent of Soviet technical aid to China industry. 

d. Nature and purpose of the arming of small craft in Whampoa. 

2. Much of the information contained in the statements comes from 
documents designated "U.S* Officials Only**. 
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k Ends. 

(listed above) 

23 June 19$2 

Distribution* 

m/I - 1 
l/jp - 1 
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SECURITY INFORMATION 

> 3 , industrial Development in L aim how Area. 

Informants who recently returned ft-om the ^hTchiSse 

confirmed that since the outbreak of the Korean conflict, the Chinese 
h-ve been moving industrial plants from southern Manchuria and other ^ 
ureas to the Northwest. Th ay state that the Chinese have change d ^their 

original industrial development plans and are n<jW _ C ?* C !!!tici nation of the 
construction of new plants in the inland provinces J? 

, possibility that they will be forced to retreat to the Northwest in 
event of an attack on the Chinese mainland. 1 jj 

There are indications that ian ohow, Kansu has been selected aa a 
possible co-capital of China should the government find U necessary to 
evacuate Peking. Furthermore, there is considerable evi ^ce o ^ 
plans to develop heavy industry xn Lancnow, ano xn the trian,, 
by Lanchow, Hsining, and Wuwei. 

The Project in Lanchow 2/ 

The project, commencing with the arrival of Russian engineers and 
technicians in September, 19*), involves the division of the city into three 
areas for construction purposes as follows; 

The first are. cover, an are. fro. t to West Gate to the Nianff-Sieng-J'dao 
( Temole of the Lady) - six miles in diameter. The construction of 2,000 
bouses was planned initially. The Russians, however, wind toe plan, in- 
creasing the number to 1,000 brick, two-storied Lestern-design^d house. , . 
large, four-storied offioe building was also planned for this area. 

The second area, covering Mao-Tan-Tze on the north bank of 
River, was designated as the -cultural" area, Lanchov 
the Northwest Teachers College, the Northwest nodicaiollep, 
west Agricultural College) will be located cere, together with facilities 

for student and faculty housing • 

The third area, covering the largest territory, ext ends north from the 
Yellow Rivar Bridge to Peach Drove, a distance of about fifteen miles. 

Probably to be the new industrial area, it is directly across th, 1 
River from the housing area. 

Since the beginning of construction work in September, 1950, the 
number of workers has been steadily increasing. The i ^°rity ^en|, 
and technicians are Russians} the laborers are largely transferred fro, 
various labor damps in the southwestern provinces, supplemented by locally 
drafted labor. By November, 1951 more than 20,000 men were employed on he 

project. 

By November, 1951 the housing construction in the first area was complete 
Work in the second area, delayed by cold weather, is expected to be complete 
by August, 1952. The third area is not expected to be completed before the 

end of 1952* 
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security mmmik 

Industrial Establishments vacantly eeved i£ ^anahow t 

First Plait of the Shanghai Ooverment Machine Manufacturing Plant, 
September, 1951 2/ 

third Plant of the Matt China People s e Pharmaceutical Manufacturing 
Company, September, 1951 3/ 

Second Northwest China Araenal (in the north suburbs), Nevesfeer, 1951 b/ 

>*»tor Vehicle Parts Forks (.produces earburetors) / %/j 

pgvelopgsgnt of the Lanchw -Hgining-Wueei w 23d^S5Si2 w 

» .P.OUI todtotrlal *roa to toto* built to °^ 8 

have been Joined by htofcwyo, end brur-oh 

various factories and mines in the triangle totalling 1000 eiles* w 
In due tr ia l letabliahmentg in the Area, hovember, 12& ^ 

Goal 

There are ap.ro«i^t«ly 81 mine *£ «*• 30,000 

mijners, and producing an estimated 15,000 tons of coal per day* 

a bituminous coal distillation plant is located in Ksining* »ii 

1000 workers, .nd 60 Suj-tot tod 

The capacity of the plant is estimated to be 1000 tons o- coal per day. 


Iron 


Southwest of hsininp are large deposits of liaanite ^>ao^ 
daisied to be l*Q-i^ pure. 20,000 miners are employed there, aining 

I 4 OOO to 6000 tons per day* 


Refining 


A few miles treat of Raining timed are four 50 ton smelters and two 150 
ton furnaces* The construction of an additional 500 ton furnace tras 
expected to be completed by January 1952 . 

There is a (ateel) smelter near haohuk*on with a opacity of 500 tom 
peHay! Ihesmelter employe 2000 markers, including acme Soviet 

advisors# 

In addition there is a steel mill using equipment brou#t from tte 
Ansban plant in Manchuria and trm plants in cawa^ng. I_ con a_ 
over do funutoss and employe 3,000 workers, including 300 Soviet 

Japanese technicians* 

There are also a number of small foundries which have been combined to 
for® twenty workshops, employing 2,000 workers* 
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SECURITY INFGRMflnlik 

A non-ferrous metals refinery is located at Hsinchan* It includes 
seven plants and employe 3000 — 1*000 workers including 100 Soviet 
and Japanese technicians* 

Power 

There are three power plant# in the area* The first ia located at 
:rr,iP chan near the Kaniira-Tsinshai border between Tungtsng and Min Hoi 
the second is located at Ho Chi* southeast of Hslning* The combined 
capacity of the three plants t# 60,000 to 0! 70*000 KW. 

The first plant received its equipment fron Tsingtao and employ* 300 
workers* The second plant, having the largest generators, received 
its equipRsnt Sfm northest China in March, 1951* The third plant, 
employing 200 workers, received its equipment from the 51st arsenal 
in Chungking* 

Chemicals 

An acid manufacturing plant is located In Ta Ch’uan, under tli® direc- 
tion of Li Ch’an^yen, reported to be a former instructor at Fukien 
University- It onlays 3000 workers and 200 Soviet and Japanese 
technicians. Its equipment was obtained from north and northeast China* 

The N anking plant of the Tun? Li fertiliser company is reported to have 
been moved to Itehuitsu near Lanohow* It employs $00 workers. 

west of Lanchow there is a factory producing sulphuric and nitric adds* 

A plant manufacturing high explosives and material for poison gas is 
located at Hs inch 1 eng, north of Hsining* 

Electrioal Equipment 

A heavy electrical equipment plant is located at Tatung* employing 
2,000 workers* Hie plant manufactures large transformers, small genera- 
tors, and various other items* In addition, one section, employing 600 
workers produces radios and radio parts* Most of the workers and 
equipment were transferred from Shanghai and Chungking* 

Industrial Machinery 

m Hsining and surrounding towns there ere a number of machinery factories. 
They include the Yi Ta, the Vu Fang, and the Ta Has plants gram Hankow 
and Shanghai, Workers and their families, totalling 8,000 persons have 
been transferred from the two cities* 

Miscellaneous 


An oil. refinery is located at lumen* 

Large numbers of woolen mills, transferred principally from Shanghai and 
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There are also cement# factories and miscellaneous manufacturing plants 
producing such items as wet call batteries. 

Armaments Plants 

There are a number of armaments plants in the area* equipped principally 
with equipment received from Russia. They are designated as Northwest 

Military Region Arsenals* 

Arsenal #1 # Located at Ho Ch'iao Feng, the plant employs 1,000 workers. 
(JoimnencirS: production in October, 1951* the plant produces c; nnon and 
ammunition • 

Arsenal #2 . Lay be located also at Ik) Gh'iao Feng. This plant repairs 
weapons. 

Arsenal #3 . Located -it Sienchuapao, this plant, employing 3*000 workers, 
pro&ces " machine guns and ammunition. workers and equipment were trans- 
ferred from the Chin Line; Arsenal, Nanking. 

Arsenal #8 , Loci ted at T'ient'angszu on the Kansu-Tsinghai border, this 
plant manufactures high explosives and artillery shells. 

Arsenal #9 . Also located at T'lent'engszu, this arsenal is reported to 
t!)e presently producing raw materials for dyestuffs. There are 500 workers 
employed and 100 Japanese and European advisbrs. There are unconfirmed 
reports that the plant will manufacture poison gas. 
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G. Extent of Soviet Technical Aid to Chine Industry 


The mstber of Soviet advisors in China is frequently cited as 
10,000 concentrated mostly in Manchuria, Morth China, and Slnkiang . 
in the centers of mining, manufacturing and metal working industries.*/ 


We have three reports^/ bearing out the estimate that one or two 
Soviet advisers are attached to each industrial plant. At the Anshan 
Steel Works 8 Russians were attached to the technical staff in 1949 - 
1950 , 


The China Yearbook (1950) reports mam 6,000 registered factories 
under the following categories s metallurgical, machinery, metalwork- 
ing, ylsctrioal manufacturing and chemical. 

Based on this Information we believe it is reasonable to assume 
that the 10, OCX) figure is on the low side. 


A 1949-1950 report states that the level of competence of advisers 
at one Manchurian plant was judged by the source to be third rate. Be- 
cause these sen were considered to be the best in China, source inti- 
mated that Russia was not sending its top-flight technical men to the 
Par East, Soviet engineers, the source continued, are not placed in 
nominal control of enterprises, but serve in an advisory capacity, 
Soviet suggestions however were usually taken as orders,*/ 


Interrogation renorts of the same period on Manchurian Chinese 
indicate Chines® animosity toward Soviet personnel. This was due to 
Soviet attitude of superiority, advantages enjoyed by Russian officials, 
Soviet preferential treatment of Japanese and German technicians, and 
Coannunist’s failure to live tip to promises. 2/ 

That this animosity was still current and perhaps growing was sug- 
gested recently by a ;uembe.r of the Indian cultural delegation who stated 
that while China was employing "thousands of Russian technicians," Russians 
did not generally appear in public and that the government was "keeping 
thorn hidden from the cannon ®«n.%/ 
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